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1 1. Forwarded herewith are coples of memoranda of conversation between
Qovernor W. Averell Harriman and Ministerr Etz~l .nd Erhard which vere held
early in July during the visit of Governor Harriman to Bonn. These memoranda
vere made available to us hy the Embassy Economlic Counselor, Mr. Henry Tssoa,

1 who, although his name does not appear on the memorands, wae present at these
conversations and drafted the memoranda. Mr. Tasce thought that KUBARK, perhaps
ABCHAM, aight be interested in these reports, purticalarly as they revesl a

- considerable degrce of political naivete on the part of Kinister Erhard. Ve
refer to those passsgesein the semorandus of conversstion vith Minister Erhard 4

-
3
A

wherein he implies that oxpanding consumer demands might force the Soviet rulers

In reduce investments agd resources expended {or allitery purposes and also

* vhere Kinigter Brhard suggests that the Soviets cight be prepared to make . o

. . gmditicsl cencessions at a suzmit conference in exchange for increased trade

vith the Vest.

B 2. Prospted ia sdvence by Mr. Tasca who anticipated thess views, Governor S

3 Barrises d34 his best to dissunde Minister Brhard from thirking along these 41

E ol 1ines. Julgiag fron Ministor Brhard's subsequent public statements, Govermor
2 .. : Bepriman's efforts appeur to have been partially succesaful, at lesst for the v'

'[' "% - time belng. % |
{ X 3. It may be of interest to Heedquarters to know thast . Jana the y
I nndersigned had 8 private chat with Goverror Harriman ¢rring the Acbsssador®s ;,

o Ml Imfiepandence Day party. The discussion centered on Goveraor Herriman's trip =LY

&V, o te the Soviet Union end his views on the Cerlin and German prodlems. He stated 34
s 2 that he would report sll his observations to ASCHAM personally vhen he returned i
o 3 > gmerica. . i %
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ANERICAN BMBASSY, Bex 800,
Bonm, Geswmay,
OPFICIAL - INFORMAL July 8, 1939,

Desr Bills

There are attached berewith coples of nemoramds of
cauversatisa betwveam W. Averell Harriman and Miaisters
W Arhard amd Etzel. These swmmaries are wunefficial sumeries
> which have bees prepared hereo for our files. Since they ase

wnefficial and their distridutiocn bas net deen amthorized,
.8 1 sa sure you will take good care te see they are preperly

asdied anmd circulation is apprepriately limited.
1 trust you have seen bs has cemweyed
%o you my varigws messages.” Dr. Harboet of the Poreiga
Office has just askad we again abowt the possibiliey ef
baving as Asesrican-Gerwan economic meeting. My comsidered
propessl te you is that we try such a neeting, setting eme
" wp fex November ia Wshington. 1 gather st such time Dr.
Markert will be aweilable to go to Washimgtem with smch
staff nembers as e deems appropriste. The wmeeting need
oet be efficial ia msture and oeod have no publicity. . The o
N sgends ceuld be prepared prior to the meeting with beth £
sides making cootributions.

I sm serry you cowld mot join our Bconsmic Officers
weeting. The only reason we didn®t send a cedle to
Washingtoa as we did to Paris was to aveid any pessidility

William M. Brsy, Esquire, ) v
Officer in Charge, German Ecomomic Affairs, R
Office of Gerwan Affairs,
] - Durean of Burepessn Affairs, B
] Depsrtamnt of State, o
4 Wast ingtea 23, D. C. Vs
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of esbesrassnent in the event sweh & trip was met persemsily
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convenient to you.

We sppresiate your letters and enclosures and hope you
will comtiame 90 send thum.

With best wishes to Luciile.

Cerdially,

Neary J. Tesea
Minister for Bcoammic Affairs

Baclesures:

Mempranda.
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PLACR 1 Benm, Germany

PARTICIPANTS: ir. W, Averel]l Narrimss
Peders] Republiis Bcemsmice Minister Ludwig Bwhasd

After the amchange of sswsl plessaatriecs Mimister Brhasd ashed
W. Marrimas whet his viev wvas of the Soviet Seven Tear Pisa. Nrhasd
considared this impertant becamse of its relatisan teo the standasd of
living and the Seviet fore'gn pelicy. Ariard consideres that anpanding
conswmer needs might ultimately sake necessary the redustion of
resources sveilable for military purpeses. Narcimas replied stating
that is geseral ths pregram wauld predad\y be raslized v At wae
ispertast te remsabder that uader the Seven Yeazr Plaa the axphasis e
heavy imfustry and the military builewp would coatisme. Theve wese
os ms jor cencesaisms in his viev te Seviet cemsumers ia ths Plan
except for housing, dut even aev hemsing in Whe Soviet Unies would
cleazly be very peer quslity. Mazrimas stated he hod asked the Soviets
sy they did oot mecharise Soviet kitchens woting how primitive wese
the kitchams ia the Dest of the medern dwellings presemtiy being duilt.
The Soviets did met L'tend te give the consumers sutowsbiles meting
tiat the Soven Yeas Plas sllswed fer ealy T0,000 waits per peas.
On the other hand, Narvimsn thought that seme pregress ws being made
oa the agrisuitural ride. There would be meze nsst and buttes avail.
shie for Seviet comswcars.

Marrimes estimated the joviet QI was €-47) of thet of the
Onited States. Mowever, militazy expenditwres ia both countries were
roughly shout the seme in abeolimte magnitmde. Ne astated that if cme
faginded expendituwres for military and investment, the breahdown
wauld de 2/3 for iavestment and defense and 1/3 for connuptiss --
the revezse of the situatisn in the Unites States. Wasrimaa stressed
to Rrhesd, however, that the Seviet consumers weze relatively satis-
fi.d with their pesaitien and ene shauld met count on the poasibitity
of sonswmers @issatisfasiise exprecsing Lteelf in any signifisemt wy
and affecting the Seviet feoreiga poliltied.

Nowever, Narzises moted that after the tecreciom of the Stalla
pesied, which had astually threatened the iives of presemt Soviet
eaders, there hed Deen ¢ marked wyvensst mny frem terrerist netheds
ia the direstion of freedum. e thought the appetite of the Seviet
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that Khewshehev wps poorly infermsd s the West. Neithex Nideyua or
. Cremytn, fer exsaple, hod inforesd him on the true state of Westers
. opiaisa. Ia Wnzrimas's view, they were afraid to tell hia the Ssuth.

. Khrushehev wus sot o Hitles. Me had te comvuit with Mis
: collengues but so did Stalin. Nerrimas descrided Khrushedev o8
Y 0 exregent, emsticnsl, famatical and highly dangeresa. Ns found
‘ Dwwshchev anstionsl and capsbie of meet mrions niscalsulstios as
: coupared with the ¢cool and calculated scticns of Stalin. Dhwwshshev
ws 8 famticalip-leveted communist whe believes ia the witimate viatesy
: ‘of mels commuisn and fatended to help it sleng to victezy. Muczims
' felt tiat pespls in the Seviet Unisn were satiafied with theix lat.
’ H Above all, the Soviet Govermment had succeeded in persuading the pesple
} ot all levels to tall about pesce aad believe in the penceful intestions
of the Seviet an’izities. Rverywhaze he visites e was told the
Soviet pesple were for pesce and quezied ss to wiiy the ruling classes
| in Americs oppesed the renscomeble prepesals of the Soviet Pnien fur
pesce.

Iazeimes expressed the view that the Pree Werld greatly wadese
., estimated the thrant of the Seviet Unisa. He spent muy bouss with

20

Khrushehov during his recent visit, served as Asbessader %o Russia
during the war, aad had visited the Soviet Unigm is 192¢. Ne s ’
couvinced the presest tireat wms dangervws. Narrimes stated he

regretted o give such & pewsimlstic picture. Ne hod gone %o the

Seviet Union to find conditisms wafsversble. Unfertemately, this is
st the sese.

Narrimas enphesised at this peint that the West should do everys
thing pessible t9 prevent the Soviet Unisa fulfilliag the Sovenm Tour
; Pisn. Trade sheuld de strictly centrelled o0 05 %0 ssswre that o
) ceatzidution ws nade te & realisstisn of the Seven Year Plas. '

\ Ne alse sdded this peint that he was agalset say thimmisg ewt

prepesal ia Central Burepe. It wmade oo militery semse is the pevied _is

i of uiselles to Gevelop thinned out nilitary seaes. =
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Rarriman then mestisncd the predlen of ais to waserdoveleped
eress and expressed the hape the Pedersl Repudtic wonld be forth- -t
osming ia this fleld. BRrharéd stressed, ia reply, the view thet !
cancdination of oid teo underdeveloped aress wae necessary amd the 4

Veeid Baak could serve effectively towand this end. He stated be

wald prepese 8t the time of the aemt Pund and Bamk

fall that o clearing bowse de oot wp withia the VWerld Dank %

peovids infermation ea 3id to underdevelopsd arens ond in this
red to the

I

wy aswid a cempetitive effort. Rerrimam refer .
aill being comstructed ia Iadis by 2 firm of the
and stressed the impertance of the Germans carryinmg es after e ,‘.3
couplotion of the aill to insuee {ts successful eperation. .0

Soviates weze plsmaing te do exactly this with the nill they wese

E
4

"

cuzzently buildisg. - 4

B ity

At this peint, Rrhard questisaed Harrimen as te what he
thought of the pessibility of treding off trade facilities ogaimet
political cencessisse 3t o summit ssaferance. Is other wrds,
would tbe Seviet Unisa be prepared to mahe political cescessisas
if trade sdvantages were the ceunterpert? lMasrimes repeated his
view that trade should de kept to & ninimms epd every of fort made
to aveid helping the Seviet ocomsmy. I3 his view, & ahumit @dnfer-
ante should definitely concentrate on disarugment.

Sarzimas asked whst pregress hes been made in develoaping
fusther the Busepesa Econsmic Commmnity. Brhasd ceplied he wmne
doubtful of fereseeadic pregress on the political oide in view of
the pelitical developments is Pramce over the 125t yesr. In Bia
view, the development of the Seven was & big nisteke and & bridge
mnst be buiit betveen the Six snd Rieven. Ne otated he o
oeither anti-Prensh or an Anglephile but believed teshusisgical
sdvenses made tHe wesld sualler and it amst aet Do bSeoden wp sad
éivided. Marrimas replicd one could have both, e¢.g., techavlegical
sdvantages and Buropean econsmic istegratien.

Bebard stated Germany faveted the Commen Market. Brhesd
seturned to the sudject of the Werld Bank amd stated the Werld
Bask was mest meful for coordinating aid te underdevelaped areas
becamse of its "apelitical® catwre with oo peliticel comsltioms
sttached. Warriman thought soft ourzemsy lecns would de neseceasy
and Rrherd amtioned the IDA, s sev agency Leing set wp for this
purpese. larriman alse thought the Russiame sheuld be invised is,
en the dasis thet slthesgh they wuld refuse, the refusel 18self
wuid put the West Aia s faverable prepagunda pesitiea.

Rshard ashed Barriman kis views abeut the relaticaship of
Chizs and the Soviet Vaica. Norrimas replisd that 2 major
pioblons bitween the Seviets and the Qhinese could be mpecsted 4
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